reached. Nevertheless, they saw the demise of free competition as marking not a new stage of capitalism, but as a harbinger of socialism to come. It was not until some years later, in the work of subsequent theorists, that studies of monopoly capitalism as a distinct phase in the evolution of the system arose.
The first major theorist of monopoly capitalism was Thorstein Veblen, a rebel economist of the North American left, deeply influenced by Marx, but not himself a Marxist. In The Theory of Business Enterprise (1904) and Absentee Ownership and Business Enterprise in Modern Times (1923) , Veblen emphasized such characteristic themes of monopoly capital theory as the rise of corporate finance; the tendency for monopolistic profit margins to widen at the expense of less powerful firms and workers; the systematic promotion of excess capacity; and the interpenetration of sales and manufactures. However, Veblen's more powerful insights were largely ignored by his followers within institutionalist economics in the United States. Consequently, it was only in the Marxist tradition-where Veblen's work was little known-that a continuing stream of work on monopoly capitalism emerged.
Here the landmark study was Finance Capital (1910) by the Austrian Marxist Rudolf Hilferding, which attempted to integrate into the core of Marx's theory such increasingly important phenomena as the developing market for industrial securities, the growing role of banks in the concentration and centralization of capital, and the system-wide consequences of expanding monopolization. Aside from the emphasis that he placed on bank capital in this whole development, Hilferding's analysis is chiefly remembered for a conclusion reached in chapter 15: "The ultimate outcome of this process [of monopolization] would be the formation of a general cartel. The whole of capitalist reproduction would then be consciously regulated by a single body which would determine the volume of production in all branches of industry."
In historical retrospect, it is clear that this picture was overdrawn. Powerful counter-tendencies such as the breakup of old firms and the founding of new ones made concentration and centralization a more uneven process than Hilferding expected. Moreover, Hilferding's concern with this abstract notion of a "general cartel" kept him from developing a concrete theory that would explain the modifications in accumulation associated with a monopolistically competitive market, dominated by a handful of giant, "corespective" firms.
Hilferding's analysis had pointed to the growth of capital export and of transnational rivalry between mammoth corporate trusts. Out of this arose Lenin's Imperialism, the Highest Stage of Capitalism, written in 1916, and his observation that, "If it were necessary to give the briefest possible definition of imperialism we should have to say that imperialism is the monopoly stage of capitalism." However, while basing his theory on the predominance of monopoly, neither Lenin nor any of his early followers in the 1920s and '30s-with the exception of E. A. Preobrazhensky, whose work, The Decline of Capitalism (1931) was suppressed in the U.S.S.R.-examined the implications of this for the underlying theory of accumulation.
Further progress in the formation of a theory of monopoly capitalism had to await the integration of the analysis of concentration and centralization, with the understanding of economic crisis that had evolved out of the famous debate over Marx's reproduction schemes. As with mainstream theory-which in the 1930s had produced a theory of imperfect competition in the work of Joan Robinson and Edward Chamberlain, followed by a theory of crisis in John Maynard Keynes's General Theory that was still based on the assumption of free competition-these two strands of a complete theory of accumulation under modern capitalism were cut off from each other. The first to unite them was the Polish Marxist economist Michał Kalecki-often credited with having discovered in the early 1930s all of the essentials of Keynes's General Theory before Keynes himself. In such later works as Essays in the Theory of Economic Fluctuations and Theory of Economic Dynamics, Kalecki fused the class-based analysis of realization crisis derived from Marx and Rosa Luxemburg, with what he called a rising "degree of monopoly" (related to Marx's surplus value concept), developing a unified theory of accumulation under monopoly capitalism. As Kalecki wrote: "Monopoly appears to be deeply rooted in the nature of the capitalist system: free competition, as an assumption, may be useful in the first stage of certain investigations, but as a description of the normal stage of capitalist economy it is merely a myth."
This argument was carried forward by Josef Steindl, a young Austrian economist who was one of Kalecki's colleagues at the Oxford Institute of Statistics during the Second World War. Steindl's Maturity and Stagnation in American Capitalism, first published in 1952, explored the causes of the Great Depression of the 1930s, contending that growing monopolization raised profit margins (or the rate of surplus value) in core industries. This led to excess capacity as large firms protected their higher margins in the face of weaknesses in demand by reducing capacity utilization rather than prices. Excess capacity dampened the rate of growth of investment. Hence, stagnation, or slow growth and widening unemployment and underemployment and idle capacity, represented the general economic trend.
Monopoly Capital by Paul Baran and Paul Sweezy, published in 1966, originated with the dissatisfaction of these thinkers with their earlier major contributions in Sweezy's The Theory of Capitalist Development (1942) and Baran's The Political Economy of Growth (1957). Sweezy was a former professor of economics at Harvard and editor of Monthly Review, and Baran was a professor of economics at Stanford. Monopoly Capital took the Kalecki-Steindl framework as its initial point of departure, seeking to draw out the wider societal implications. In this view, Marx's law of the tendency of the rate of profit to fall, associated with the stage of free competition, had been replaced, in the monopoly capitalist stage, by a law of the tendency of the surplus to rise. The economic surplus was defined as the difference between total social output and the socially necessary labor costs of producing it. The surplus concept was employed as a complementary category to the classical concept of surplus value, facilitating the exploration of contradictions specific to monopoly capitalism such as the growing role of waste in production, which were not easily addressed using the surplus value category.
The argument of Monopoly Capital focused on the critical problem of surplus absorption as the chief contradiction at this stage of accumulation. Surplus could be absorbed in one of three ways: (1) it could be consumed, (2) it could be invested, or (3) it could be wasted. Capitalist consumption accounted for a decreasing share of demand as income grew, while investment took the form of new productive capacity, which served to inhibit new net investment. Although there was always the possibility that altogether new "epoch-making innovations"-resembling the steam engine, the railroad, and the automobile in their overall scale and effect-could emerge, allowing the system to break free from the stagnation tendency, such massive, capital-absorbing innovations were by definition few and far between. Hence, the system of private accumulation, if left to itself, exhibited a powerful tendency toward stagnation. If periods of rapid growth nonetheless occurred-Baran and Sweezy were writing at the high point of the post-Second World War expansion-this was due to such countervailing factors to stagnation as the sales effort, military spending, and financial expansion (the last addressed at the end of their chapter on the sales effort). All such countervailing factors were, however, of a selflimiting character and could be expected to lead to bigger contradictions in the future. the internationalization of capital-by breaking down U.S. hegemony and making the advanced capitalist countries as a whole more vulnerable to foreign trade and capital movements-had demolished the structure of monopolistic accumulation. 
